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KEY ECONOMIC INDICATORS : SOUTH AFRICA 








All values in million US $ Exchange rate: 
unless otherwise stated 1970, 71 US $1.00 = R 0.71 (par value) 
1972 US $1.00 = R 0.75 i m 
A B Cc 
1970 1971 1972 
(prelim. ) Jan. - Jun. (est.) 
INCOME , PRODUCTION, EMPLOYMENT 
GNP _at current prices (annual rate) 16,629 18 ,378 19,152 
GDP at constant 1963 prices (annual rate) 13,630 14,130 13,957 
Per capita GNP, current prices 780 860 901 
Gross domestic fixed investment 
(annual rate) 4,395 5,046 4,921 
Indices (1963 = 100): 
Manufacturing production 171.6 175.4 179.8 
Non-agricultural employment [335 - 136.8 140.2 
Manufacturing productivity (based on 
output /worker) 132.2 110.9 114.1 
Disposable personal income 10,727 11,970 n.a. 
Avg. monthly mfg. wage, African 71 78 77 
Avg. monthly mfg. .wage, White 419 468 460 
Avg. registered unemployment 
(Whites, Coloreds, Asiatics) 8 447 8 , 600 11,859 
MONEY AND PRICES 
Money supply 3,166 3,428 3,424 
Money and near money 5,577 5,986 5,861 
Public debt outstanding 7,521 8,419 8 944 
External debt (% of reserves in 320 583 526 
parenthesis) (28.3%) ___ (63.7%) (45.7%) 
Interest rate (prime overdraft) 8.5% 9.5% 9.0% 
Indices: 
Wholesale price (63 = 100) 120.0 125.6 132.2 
Retail sales (60/61 = 100) 207.4 227.6 228 .3 
TRADE AND BALANCE OF PAYMENTS 
Exports f.o.b. (annual rate) 2,017 2,143 2,799 
US share (annual rate) 181 166 196 
(8.9%) (7.7%) (7.0%) 
Imports f.o.b. (annual rate) 3,618 4,038 3,662 
US share (annual rate) 593 658 587 
(16.3%) (16.2%) (16.0%) 
Balance of trade (annual rate) - 1,601 - 1,895 - 863 
Gold and foreign exchange reserves 953 650 974 


Main imports from US (1971) : Aircraft and parts 89.7; machinery and appliances 71.4; 
road motor vehicles 50.4; railway vehicles and parts 30.7; machines for special 
industries 28.7. 


Sources : SA Reserve Bank, SA Department of Statistics, SA Department of Customs and 
Excise, and US Department of Commerce. 





Values in millions of SA Rand 
unless otherwise stated 


A B C D E 
1970 1971 1972 % change 1972 
(prelim.) Jan.-Jun 1970/71 Annual 
(est.) rate of 
Change 
INCOME, PRODUCTION, EMPLOYMENT 
GNP at current prices (annual 
rate) 11,878 13,127 14,364 10.5% 9.4% 
GDP at constant 1963 prices 
(annual rate) 9,737 10,085 10,468 3.7% 3.8% 
Per capita GNP, current prices S57 614 676 10.2% 10.0% 
Gross domestic fixed investment 
(annual rate) 3,139 3,604 3,700 14.8% 2.7% 
Indices (1963 = 100) 
Manufacturing production 271.6 175.4 179.8 2.2% Sak 
Non-agricultural employment 133.1 136.8 140.2 2.8% 5.0% 
Manufacturing productivity 
(based on output/worker) 112.2 110.9 114.1 -1.2% 5.8% 
Disposable personal income 8 , 566 9 , 604 De 11.6% Th la 
Avg. monthly mfg. wage, African 51 56 58 9.8% 7.0% 
Avg. monthly mfg. wage, White 299 334 345 Li: Te 6.6% 
Avg. registered unemployment 8,447 8,600 11,859 1.8% 75.8% 
(Whites, Coloreds, Asiatics) 
MONEY AND PRICES 
Money Supply 2,261 2,449 2,568 8.2% 9.8% 
Money and near money 3,984 4,276 4,396 leae 5.6% 
Public debt outstanding 5,372 6,013 6,708 11.9% 23.2% 
External debt (% of reserves in 
parenthesis) 229 416 395 82.1% -10.0% 
(28.3%) (63.7%) (45.7%) 
Interest rate(prime overdraft 8.5% 9.5% 9.0% 11.7% -11.2% 
Indices: 
Wholesale price (63 = 100) 120.0 125.6 132-2 4.7% 10.6% 
Retail sales (60/61 = 100) 207.4 227.6 228.3 9.7% 0.3% 
TRADE AND BALANCE OF PAYMENTS 
Exports f.o.b. (annual rate) 1,441 1,531 2,099 6.2% 37.0% 
US share (annual rate) 129 119 147 -8 . 3% Sane 
Imports f.o.b. (annual rate) 2,584 2,884 2,747 11.66 -4.8% 
US share (annual rate) 424 470 440 10.9% - 6.8% 
Balance of trade (annual rate) -1,143 -1,353 - 648 18.4% -104.2% 
Gold and foreign exchange reserves 681 464 731 -31.9% 115 % 


Sources : SA Reserve Bank, SA Department of Statistics, SA Department of Customs and 
Excise 


Note : Statistical material is provided in both rand and dollar equivalents. Comparisons, 
however, are limited to the rand value table in view of anomalies which arise due 
to exchange rate changes, having varying effects on the data. 








December 7, 1972 


SOUTH AFRICA 


SUMMARY 


As it emerges from the effects of a cyclical downturn, the South 
African economy is once again beginning to demonstrate its basic 
strengths of rich resources, a well developed industrial base, 

and sophisticated economic management. Strongly aided by recent 
currency devaluations, its international payments have returned 

to a position marked by rapidly growing exports and reserves, with 
imports held very nearly level. Phased relaxations of import 
control have been announced following South Africa's disinvoking 
GATT Article XII, i.e. balance of payments justification, in mid- 
year. Imports are expected to rise as the business upturn accel- 
erates. A major review of protection for local industry is under- 
way, with the Government having asked domestic industry to submit 
its cases in this connection by December 31, 1972. 


Internally, output and expenditure are again beginning to rise, 
although additional policy measures may be needed to achieve the 
5.5% planning growth target. Meanwhile, the accelerated rate of 


inflation has led to consideration of productivity problems, 
including reexamination of job reservation, training and non- 
white labor organization. 


A. CURRENT RCONOMTC SITUATION AND TRENDS 


The International Environment 


Currency Devaluations Reflect Change in Strategy 


One of the most striking changes in South African economic policy 
during 1972 has been a shift from holding the rand rate as high 
as possible in relation to other currencies in order to keep 
imports inexpensive and insulate the economy from international 
price changes. Instead, in view of 1971 balance of payments 
problems and the need to stimulate internal growth, the policy 
reversed during the course of this year. The change was 
accomplished by two devaluations, of 12.28% in December 1971 

in the general currency realignments, and a further 4.3% on 
October 25, after a downward float - through a technical link with 
Sterling - of about 8% from July to that time. Although some 
critics questioned the timing and the magnitude of these 

changes, the policy shift itself has been accomplished with a 
remarkable lack of controversy. The new policy appears to have 
strongly contributed to the balance of payments improvement, and 
is probably helping the domestic upturn. Due to the assumed lag 
in devaluation results, the effects may continue and be more 
marked well into 1973. 


Gold, Trade Improvements Brighten Payments, Reserves Picture 


The balance of payments improvement is indeed a striking one, from 
a current accounts deficit of nearly $1.2 billion in 1971 to a 
surplus - including net gold output - estimated at $250 million 

by the third quarter of 1972 (seasonally adjusted, annual rate). 
The resultant increase in reserves is equally striking. The 


improvement by over $500 million from January to the end of 
October comes from three sources: little change in the services 
deficit and a halving of the merchandise deficit, covered by a 
rapid rise in gold revenue. The merchandise deficit has been 


cut from both the import and export side. 


In addition to devaluation effects, South African exports have been 
boosted by an outstanding agricultural crop, recovery in several 


commodity markets, and the increased revenues from more complete 
processing before shipment. Although nearly all crops enjoyed 
bumper seasons, among the most important were maize, fruits 

and sugar. Markets were particularly improved in wool, diamonds 
and several nonferrous metals. The most striking example of 
South African benefits from processing before export is that 

of prepared foodstuffs, where revenues are exceeding 1971 figures 


by more than 70%. All of these favorable factors are ex- 
pected to continue during 1973. In addition, export promotion 








efforts, such as an industry managed subsidy to products con- 
taining steel, can be expected to further contribute to export 
growth. However, the effects of British accession to the EEC 


may produce some dislocations. 


Although the value of the contribution to balance of payments 
improvement by imports was not nearly as great as that of exports, 
it was just as dramatic, reflecting substantial decreases in the 
quartity of goods purchased. Again, factors in addition to de- 
valuation caused the change, among them import controls, controls 
on consumer spending and, perhaps more important, decreased pur- 


chases of raw materials by industrial users. However, unlike 
the prognosis for exports, these influences have become pro- 


gressively weaker, and should continue to do so during the next 


year. Domestic curbs on consumption have been eased. The balance 


of payments justification for import control has fallen away 
and some liberalization has already been announced, with more 
promised. Also, industry can be expected to increase its 
purchases as recovery progresses. 


Rising gold revenues have come about because of a greater than 
50% increase in the world market price, and in spite of a 6% de- 
crease in production. Revenue for the first six months was 

R 531 million ($706 million), up nearly 22% over the same period 
in 1971, according to balance of payments statistics, The 
Chamber of Mines reports third quarter 1972 revenues of R 316 
million ($420 million) nearly 40% above the same period last year. 
Revenues could have been even higher, since the Reserve Bank 
withheld approximately one-third of production from the market, 
recording the gold withheld for its reserves at par value. 


Import Control Policies Aim to Protect Local Industry 


The Minister of Economic Affairs announced on July 25 that, in 
view of the recent improvement in South Africa's balance of pay- 
ments, the Government had decided to discontinue its recourse to 
Article XII of the General Agreements on Tariffs and Trade which 
authorizes contracting parties to GATT to apply import restric- 
tions for balance of payments purposes. At the same time he 
announced the removal of permit requirements for a number of items, 
and the relaxation of these requirements for a number of others. 
Similar action was taken on October 25, when 122 items were trans- 
ferred to the permit free list, while controls for a few other 
items, notably commercial vehicles and spares, were relaxed. In- 
dustry may obtain its full requirements. Many items are still 
under varying degrees of permit requirements. 


While import control measures instituted in November 1971 served 
in some measure to protect local industry, this function was 
seen by Government officials as incidental to the primary pur- 
pose of alleviating balance of payments problems. However, 
private industry pressure for protection has been such that 
further relaxation of permit requirements may be expected to 

be accompanied by tariff increases in some cases. The Govern- 
ment has invited local industry to submit detailed applications for 
tariff increases before December 31, promising that "fully moti- 
vated" requests would receive favorable consideration. A large 
number of applications have been published and are being studied 
by the Board of Trade and Industries. 


The Domestic Environment 


Production Boosts Becoming Prime Goal 


By the end of the second quarter of 1972 or shortly thereafter, 
most available indicators revealed that the South African 
economy has begun to emerge from the cyclical downturn of the 
previous eighteen months. However the continued sluggishness 
of some, notably fixed investment, most construction sectors, 


and some capital equipment categories, combined with the failure 
of many indicators to reveal rates of growth commensurate with 
development planning goals, have increasingly led South African 
officials to regard encouraging domestic production as the fore- 
most domestic economic objective. Measures already taken to 

meet this objective include sales tax cuts, relaxation of certain 
installment credit terms, and elimination of specific lending 
ceilings for banks in favor of more flexible indirect controls. 
Among possible further measures which have been discussed are 
lowering interest rates, accelerated repayment of loan levies, 
tax cuts, and increased and accelerated Government spending on 
major infrastructure projects. These measures plus forces in- 
herent in the recovery already underway may enable the South African 


economy to regain its targeted real growth rate of 5.5% early 
in the course of 1973. 


Rising Prices May Lead to Labor Policy Changes 


Of some concern is the recently accelerating trend of inflation. 
Wholesale prices rose more than 10% in the one year period 

ending June 1972, and have increased by slightly more than 1% a 
month during the third quarter of this year. A substantial portion 
of such price increases can be attributed to the effects of devalua- 
tion and international price level changes, particularly since 

South African imports, at 20% of GNP, are a higher proportion of 
consumption than is usual for a developed economy. Nevertheless, 








domestic cost-push pressures have also been a significant con- 
tributing factor. Furthermore, domestic pressures on prices 

may well be accentuated in the next few months in light of a 
round of wage increase negotiations in which awards are ex- 
pected to average 14%, possible impact of tariff increase appro- 
vals, and demand-pull forces as recovery proceeds. 


Official response to the problem of inflation has thus far been 
limited. It appears that policymakers have for the present 
assigned a higher priority to domestic reflation than to the 
control of inflation. In light of recent price movements, 

the press has reflected discussion concerning whether the present 
policy goal of a 3% "acceptable" rate of inflation should be re- 
placed by what is seen to be a more realistic goal of 5%, or 
perhaps even slightly higher. 


However, one potentially significant response to the problem of 
inflation has been an increasing recognition of the extent to 

which low productivity may be a source of the problem and the 
resultant attempts to improve that productivity. Although 
productivity, at least as measured by output per worker in manu- 
facturing, did improve somewhat during the first six months of 

1972, the improvement probably reflects a reduction of excess capacity 
rather than fundamental change in the efficiency of the work 

force. At any rate, 1972 productivity increases were probably 

not in excess of cost increases. 


Measures being taken to improve productivity include the following: 
training, particularly on-the-job training at the lowest skill 
levels; relaxation of the system of reserving certain jobs for 
whites, meaning that nearly all unskilled, many semi-skilled, and 
an increasing number of skilled jobs can often be filled by non- 
whites; increasing use of personnel guidance and research, in- 
cluding motivational studies; efforts to increase communication 
between workers and supervisors; and consideration in some quar- 
ters of the necessity of organizing non-white unions or employee 
organizations as a vehicle for the expression of their interests 
and problems. 


B. IMPLICATIONS FOR THE UNITED STATES 


Private Sector 


Private business is generally optimistic about its prospects for 
1973. Thus as soon as remaining excess capacity is taken up, 
implementation of expansion plans should resume, bolstering growth 
in all sectors. At the same time consumer spending, which has 
already turned up, should accelerate and broaden to all types of 
goods. 


However, especially in light of possible changes in import control 
policy, the long term toward greater dependence on local manu- 
facture for the broadest lines of final goods can be expected 

to occur more rapidly. Thus imports should become increasingly 
concentrated in raw materials, components, and specialized goods. 


One sector expected to experience particularly rapid growth is 

the television industry, in its preparation for the introduction 

of South African television in 1976. Final manufacture of sets 

has been restricted to local production by five firms already 
named. However, these firms are expected to stimulate growth 

in components manufacture and perhaps the entire electronics indus- 
try in South Africa, while at the same time demanding significant 
imports of parts and machinery. 


Public Sector 


The South African Government has long planned for comprehensive and 
continued extensive expansion of its infrastructure, particularly 
roads, electricity, railroads and steel production. In the con- 
text of a reflationary policy, the rate of implementation of 

these plans may well increase. Thus Government and Government 
caporation demand for goods and services from both domestic sources 
and abroad is expected to be both large and rapidly growing. 


Nearly $600 million in expenditures on roads between 1972 and 1975 
is currently anticipated. 


The Electricity Supply Commission (ESCOM) plans to double its 
present capacity of 9,013 megawatts by 1980, at an estimated 
capital cost of more than $3 billion. Tenders are expected 

early next year for South Africa's first nuclear plant, at Koeberg, 
to be completed by September 1981 at an estimated cost of $130 
million. 


The South African Iron and Steel Corporation (ISCOR) also has plans 
calling for $1.6 billion in expenditures by 1975 to double its 
capacity. In addition, the $600 million iron export scheme via 
Saldanha Bay will receive Government consideration for a final 
approval in the near future. Bids for possible participation 

in the project were received in November. 


Other major expansion plans are being made in fields such as 
telecommunications, over $300 million in the next two years, and 
water resources management, over $10 billion by the end of the 
century. 
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